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CONFIDENTIAL BONN 02580 

E.O. 11652: GDS 

TAGS: MASS, PARM, EGEN, ETRD, ID, GW 
SUBJECT: SALE OF TWO SUBMARINES TO INDONESIA 

REF: BONN 2119, DTG 031737Z FEB 77 

1 . THE CHIEF OF SOUTH AND SOUTHEAST ASIAN AFFAIRS IN 
THE FONOFF (STEGER) HAS EXPLAINED TO US THE POLITICAL 
BACKGROUND OF THE FRG DECISION TO SELL TWO SUBMARINES 
TO INDONESIA ON CREDIT. 

2. ACCORDING TO STEGER, THE SUBMARINE SALE REPRE- 
SENTS NO CHANGE IN POLICY FROM A POLITICAL POINT OF 
VIEW. STEGER POINTS OUT THAT IT IS FRG POLICY TO 
SUPPORT THE MEMBER STATES OF ASEAN, BOTH POLITICALLY 
AND ECONOMICALLY. IN THIS CONNECTION. THE ASEAN STATES 
ARE FACED WITH A DRASTICALLY INCREASED SECURITY PROBLEM 
WITH THE EMERGENCE OF VIETNAM AS THE LEADING MILITARY 
POWER IN THE AREA, WELL EQUIPPED WITH CAPTURED U.S. 
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WEAPONS. THEREFORE, IN ITS POLICY TOWARD ASEAN 
MEMBERS THE FRG SHOULD TAKE INTO ACCOUNT THEIR DESIRE 
TO ENSURE THEIR OWN SECURITY. 

3. IN THE CASE OF INDONESIA, STEGER NOTED THAT IT HAS 
PERHAPS THE GREATEST SECURITY PROBLEM OF ANY ASEAN 
MEMBER. IT IS AN ISLAND NATION WITH A SEVERE COMMUNICA- 
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TIONS PROBLEM. A NAVY IS ESSENTIAL TO THE SOLUTION OF 
THIS PROBLEM. 

4. IN SUPPORT OF ITS AIM TO ASSIST ASEAN MEMBERS 

TO MAINTAIN THEIR INDEPENDENCE, THE FRG HAS PREVIOUSLY 
SOLD ARMS IN THE AREA. THESE ARMS SALES HAVE BEEN 
MODEST AND THE FRG IS NOT SEEKING TO BECOME A MAJOR 
ARMS SUPPLIER TO THE REGION. NEVERTHELESS, IT HAS 
AN EXISTING SUPPLY RELATIONSHIP INTO WHICH THE TWO 
SUBMARINES FIT. 

5. STEGER ACKNOWLEDGED THAT THE DECISION TO EXTEND AN 
EXPORT CREDIT GUARANTEE FOR THE SUBMARINE SALE WAS 
UNPRECEDENTED. HE ADDED THAT THERE ARE NO PLANS TO 
REPEAT THIS EXAMPLE. THE CREDIT GUARANTEE WAS APPROVED 
ON THE RECOMMENDATION OF THE ECONOMICS MINISTRY IN 
VIEW OF THE HIGH DEGREE OF UNEMPLOYMENT IN THE GERMAN 
SHIPYARDS. PROVISION OF SHIPS HAS BEEN A LONGSTANDING 
ELEMENT IN FRG AID OFFERS TO JAKARTA. 

6. THE FONOFF IS NOT HAPPY ABOUT THE DECISION TO 
EXTEND THIS EXPORT CREDIT TO INDONESIA, ACCORDING TO 
STEGER. HOWEVER, THE ONLY GROUNDS FOR THE FONOFF’S 
UNHAPPINESS IS THE EXPECTATION THAT THE EXTENSION OF 
THIS CREDIT WILL PROMPT REQUESTS FOR MANY MORE. THE 
FONOFF IN NO WAY OPPOSES SUPPLY OF THE SUBMARINES TO 
INDONESIA. ON THE CONTRARY, IT SUPPORTS IT FOR THE 
REASONS STATED ABOVE. 
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